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SUBJECT 2002-03 REVISED FINANCING PLAN FOR 2002-03 BUDGET WORKSHOP 

 
 

A 2002-03 Budget Financing Plan was presented to the Board on February 26, 2002.  A copy of that 
agenda item is attached for your reference.   That plan provided the basis for distributing locally 
financed budget targets to general fund departments to develop their 2002-03 budgets.  Enclosed in 
this workbook are the departmental budgets submitted and reviewed by the County Administrative 
Office.  The analysis of each department’s budget is presented in the same format as in the prior 
year.  This analysis shows the Board Approved Base Budget, which includes the approved costs 
mentioned in the February financing plan and any other Board approved agenda items.  The 
analysis also highlights any recommended program funded adjustments that the departments 
included in their budget within their budget targets.  Any program or workload changes that could 
not be financed within the department’s current allocation are presented as policy items in this 
workbook.    Fee ordinance adjustments are not incorporated in the enclosed budgets, but are 
included for approval. 
 

Revised 2002-03 Financing Plan 
 
Since February 26, 2002 the County has received additional actual data on discretionary revenue 
as well as departmental activity from February through April.   This new information was analyzed 
and the County Administrative Office is revising the County’s 2002-03 financing plan as follows: 
 

 Ongoing  One-time Total 
    

Financing Available as of 2/26/02 (less Tobacco) 9.8 14.6 24.4 
    

Increased Revenue Sources:    
Increase in Discretionary Revenue 2.3  2.3 
Increase in Fund Balance  14.2 14.2 
    

Increased Expenses:    
Board Approved After February  (1.5) (0.4) (1.9) 
    

Subtotal Revised Financing Available 10.6 28.4 39.0 
    

CAO Recommended Expenses  (5.7) (5.7)
    

General Fund Financing Available 10.6 22.7 33.3 
    

Tobacco Settlement Revenue    .7  3.4 4.1 
    

Total Financing Available as of 5/14/02 11.3 26.1 37.4 
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INCREASED REVENUE SOURCES  
 

Discretionary Revenue ($2.3 Million Net Increase) 
 

Property Tax +1.0 million: Property tax projections have been increased to reflect positive roll 
corrections in the current year combined with the estimated 6% assessed valuation growth. 
 
Vehicle License Fees +1.7 million: Vehicle license fee projections have been increased to reflect 
higher than expected growth in the last half of 2001-02.  The 2002-03 budget continues to reflect a 
5% projected growth rate over current year estimated actuals. 
 
Interest Revenues (3.3) million: Interest revenue is expected to decline an additional 3.3 million 
from February projections due to projected decreased interest earnings on the Tax and Revenue 
Anticipation Notes (TRANS). This is due both to the decreased size of the borrowing and historical 
lows in short term interest rates.  Interest earnings on the pool are also expected to decline due to 
lower investment rates. 
 
Sales Tax  (0.6) million: Sales tax is expected to grow over current year estimated actuals, 
however recovery from current year declines in sales tax has been milder than expected.  As a 
result, sales tax budget for 2002-03 has been decreased $0.6 million from 2001-02 budget. 
 
COWCAP +2.2 million:  COWCAP projections have increased in response to receipt of the final 
billing schedule from the Auditor/Controller’s office. 
 
Property Tax Administration +0.9 million: Property Tax administration fees have increased to 
reflect increased costs of extending the roll. 
 
Other +0.4 million: Proceeds from unclaimed property tax refunds is increased $0.2 million to 
reflect higher than projected receipts in the last two fiscal years and franchise fees is increased 
$0.2 million based on actual receipts as of April 2002. 

 
Fund Balance ($14.2 Million Increase)  
 
For several different reasons, the County Administrative Office is expecting a significantly higher 
fund balance at the end of 2001-02.  First, as a result of GASB 33, certain county trust funds had to 
be closed out and recognized as revenue.  This resulted in an unexpected revenue increase of $5.2 
million.  Second, during the year the Board approved three-year agreements with general and 
exempt employees, which were estimated to cost $3.8 million.  Now that the year is almost to the 
end, it appears that the majority of the departments were able to cover this additional cost within 
their budget due to vacancy savings.  Third, $2.1 million was realized in the current year as a result 
of debt refinancing that occurred in April 2002. The remaining increase in fund balance is mainly 
due to higher projections in property tax, vehicle license fees and franchise fees. 
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INCREASED EXPENSES 

   

After February 26, 2002 the Board of Supervisors approved additional ongoing costs totaling $1.5 
million.  These costs include staffing for the District Attorney and Public Defender as a result of 
new judgeships, funding for an Assistant Public Defender, funding for an additional payroll 
technician for Short Term Disability and Workers Comp. Payments, and funding for additional 
costs related to the revised exempt salary agreement. 
 

In addition, in accordance with Board policy, an additional $0.4 million was needed to fund the 
mandatory level of contingencies and reserves due to the revised financing plan.   

 

CAO RECOMMENDED EXPENSES 
 

The County Administrative Office is recommending two items to be included in the revised 
financing plan related to capital improvement projects and a debt reduction plan.  Even though the 
County Administrative Office is recommending these items at this time, these expenditures will not 
be incurred until the total impact of the State Budget Shortfall are known.  

 

Capital Improvement Program ($3.6 Million Increase) 
 

The 2002-03 Budget Financing Plan, approved by the Board on February 26, 2002 included 
$3,000,000 in local cost for the Capital Improvement Program (CIP).  After the CIP call was issued 
in October 2002, 279 project requests were received from 19 departments totaling over $331.4 
million.  That list has been reduced to $18,411,251, which includes $5,132,000 in general fund 
financed projects, and $13,279,251 million in projects for which the general fund will be reimbursed.   
 

Included in the $5,132,000 general fund financing is the $3,000,000 earmarked in February, a 
reallocation of $730,000 available from savings in projects to be completed in 2001-02, $1,145,000 
in sale proceeds from the Gilbert Street property to the San Bernardino Joint Unified School District, 
and an additional $257,000 from the general fund which is included in the revised financing plan.  
The savings in completed projects and the sales proceeds is additional discretionary revenue that 
could be spent elsewhere if the Board desires. 
 

The workbook also contains a list of projects to be considered for potential one time funding totaling 
$3,330,000.  This amount is included in the revised financing plan.  Projects on this list include 
continued work to upgrade the Glen Helen water system, HVAC replacements for ISD and the 
Redlands Court building, replacement of the pool filtration system at Cucamonga Guasti Regional 
Park, and additional parking lot pavement improvements. 

 
Refinancing Savings Used to Reduce Debt ($2.1 Million) 
 

Refinancing of the 1992 Justice Center/Airport Improvement project generated $2.1 million in 
general fund savings in 2001-02.  This amount is included in the revised fund balance mentioned 
above.  The County Administrative Office is recommending using this $2.1 million towards paying 
down debt.  In addition, the 2001 West Valley Detention Center refinancing will produce $1,055,777 
in general fund savings in 2002-03 and is not needed in the Joint Powers Lease budget.  This 
makes a total of $3.2 million available due to debt refinancings.  It is recommended that this $3.2 
million be used to pay down the Glen Helen taxable debt.  A principal reduction of $3.2 million would 
reduce the required appropriation in the Joint Powers Lease budget an average of $260,000 per 
year over the next 22 years.  This ongoing appropriation of $260,000 would then be available for 
allocation to other programs.  The County’s Debt Advisory Committee concurred with the CAO 
recommendation at their meeting on May 8, 2002. 
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TOBACCO SETTLEMENT REVENUE 
 
Although the Tobacco Settlement proceeds are collected in a special revenue fund, the Board of 
Supervisors has discretion on where this money is spent.  Due to 2001-02 activity this fund has 
one-time money totaling $3.4 million.  This money was from higher than anticipated revenue in the 
current year, resolution of a dispute with a tobacco company resulting in release of money 
previously withheld and one-time reimbursements from non-participating counties for attorney 
costs.  The County Administrative Office has also revised the ongoing increase in this revenue by 
$0.3 million, bringing the total ongoing increase to $0.7 million, due to interest earnings and actual 
receipts in the current year.   
 
In conclusion, the total tobacco settlement money available in 2002-03 is $24.2 million, of which 
$17.7 million is to be applied towards the ARMC Debt Service and $0.4 million still to be spent on 
the 2000-01 allocation for tobacco cessation contracts.  The remaining $6.1 million is still available 
for allocation by the Board of Supervisors ($4.1 million as detailed on page one and $2.0 million 
included in the base budget).  Although not designated as such, the $2.0 million could also be part 
of available financing by the County. 

 
POTENTIAL UNFUNDED ISSUES 

 
If the Board concurs with the CAO recommendations, the financing still available for appropriation 
is $37.4 million ($11.3 ongoing and $26.1 one-time).  Although a number of departmental policy 
items are included in this budget submittal, the County Administrative Office is recommending to 
not fund these requests at this time until the upcoming State Budget is finalized and the County 
impact is known.  The County Administrative Office is also recommending to budget these 
available amounts in contingencies to address the following major issues that may face the County 
in the near future: 
 

1. State Budget Changes 
2. Salary Negotiations 
3. West Valley Juvenile Expansion – Staffing and Utilities  
4. Pending Litigation 
5. Retirement Issues 
6. Employee Health Care Costs 
7. Property Insurance Increases 
8. Building and Construction Costs related to County Space Master Plan 
9. HIPAA Consultant/Implementation 
10. Health Care Administration Building 
11. County Matches for Grants 
12. Upgrade County Financial Accounting System to Web Based Format 
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GASB 33 & 34 IMPACT TO BUDGET 
 

There are two Government Accounting Standards Board (GASB) Statements that impacted the 
2002-03 County Budget.  GASB 33 established accounting and financial reporting standards for 
nonexchange transactions involving financial or capital resources.   A nonexchange transaction is 
where a government gives or receives value without directly receiving or giving value in return.  
Some examples of nonexchange transactions are taxes, grants, fines, donations, and state and 
federal funding.  The main impact of GASB 33 is that revenue must be recognized for the above 
transactions when the underlying exchange has occurred or when eligibility requirements are met.  
If cash is received before the eligibility requirements are satisfied, the county records the 
transaction as an advance.  Therefore, money that is received under this criteria and was 
previously set aside in trust funds must now be recognized when received and trust funds that are 
not fiduciary in nature must be eliminated.  As a result, money previously in trust funds must be 
recognized as revenue in 2001-02, new special revenue funds must be added in the 2002-03 
budget, more operating transfers must be budgeted and two new reserves must be set up as 
described below.   

 

Government Accounting Standards Board (GASB) Statement 34 established new requirements for 
the annual financial reports of state and local governments.  There are many components of GASB 
34, but, as it relates to the budget, it is primarily composed of how services provided between 
county budget units are accounted for.  GASB 34 specifies how payments for services should be 
accounted for, i.e. either as reimbursements or as revenues.  While the net impact is zero, 
reclassifications between these two categories cause inconsistencies when comparing year to 
year budgets by specific expense or revenue categories.  In situations where this impact is 
significant, the departments have included an explanation of the reclassification.       

TEETER RESERVE 
 

In 1993-94, the County adopted the “Teeter Plan” method of secured property tax distribution.  The 
Teeter Plan provides for distribution of property taxes to participating entities based on the total tax 
levy.  When collections are inadequate to cover the amount of taxes owed, the County makes up 
the difference.  In return the County receives all future delinquent tax payments, penalties and 
interest.  The penalties and interest are deposited into a Tax Loss Reserve Fund. 
 

Pursuant to GASB 33, the Tax Loss Reserve Fund must be closed out to the general fund.  
However, the Revenue and Taxation Code requires the County to set aside a portion of this money 
equal to at least 1% of the current property tax roll.  This set aside is to cover any losses that may 
be incurred when property is sold at a tax sale.  To meet this requirement a new general fund 
reserve must be established.  The County Administrative Office is recommending a set aside of 3% 
of the current property tax roll, instead of the required 1%, for a total of $18.9 million. This 
conservative set aside is based on insufficient experience on which to base an estimate, and tax 
sales have not been held in sufficient quantity to make a sound estimate. 
 

RESTITUTION RESERVE 
 

The Restitution Trust Fund was set up to account for monies received as part of the ongoing 
corruption lawsuit.  Pursuant to GASB 33, the Restitution Revenue trust fund must be closed out 
and a general fund reserve has been set up in its place.  The county has received to date $7.6 
million from the ongoing corruption lawsuit and has earned $0.6 million in interest on this money.  
On January 29, 2002, the Board approved the use of this money to pay for attorney costs the 
county is incurring related to the corruption lawsuit.  Attorney costs to date and estimated uses for 
the remainder of 2001-02 and 2002-03 of approximately $3.0 million has been or will be reimbursed 
with this money leaving a balance of $5.2 million which is now set up as a reserve. 
   



 


























